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Market ideology often obscures public choices about tea- Delta. In C
sonable and beneficial uses of water. Current debates in sins, from
California water policy reflect the tug of war between the rigation us~
potential efficiency and flexibility of water transfers (often fornia. Surf

~: called ~water marketing9 and the desire for a stable and re- Board bothliable California water system. The water industry’s para- regulated bmount concern remains the protection of the reliability and
stability of operations of its complex socio-technical sys- The Cali
tems for delivering water, particularly at a time when envi- gime. This
ronmental concerns over instream uses of water are increas- state’s endc
ins. Loosening restrictions on water transfers while and admin."’ protecting appropriative rights is a flexible approach to age, transp~.. meeting long-term water demand. But given such market facilities ¯imperfections as oligopoly and redistributive land rents,

¯ state regulation of transfers of California’s most political of govern,
natural resource--for example, through a drought water tion of wat~
bank--remains likely in the future, face water

Since California voters defeated the Peripheral Canal in 1982, many granted unc

water policy observers have believed the era of capital-intensive, large- which ware

scale water projects is over. With a liberal admixture of market eco- some type

i: nomics and good old-fashioned Western boosterism, many of these Century hist

" observers, some of them market-oriented resource economists, some of sis is the ac

~; them dyed-in-the-wool environmentalists argue that creating a free cal, state, a~

: ’~ ~i market for water would help achieve greater efficiency by reallocating ated surface

water to the highest bidder and, therefore, its most economically bene- state and

.-~=.:~.:-=. :’: : ficial use. This would postpone the day, perhaps indefinitely, when Under th~
.-,--,=~=.=--.-_-= new capital facilities would be needed to meet the water demands of owned by tt~
¯ """ ’ California’s growing economy, water, not
"~" ~="’" ""~" -’k

=.-:.:.~.~.,~..-~:....~, This scenario may be too good to be clearly understood. Market al. (1966) fo

-::-’-:-’~::.~". ..... ideology often obscures public choices about reasonable and benefi- basin of the

. " ~".~:~.". ~ cial uses of water. Market-induced uncertainties make the California Only a few

"’"":~:"":"~Z water industry nervous because they put the water system’s reliability water comp,
-.

service
~;~~ at risk (Curie 1983, Gottlieb and FitzSimmons 1992). Currentdebates areas

in California water policy reflect the tug of war between the potential river water,~

efficiency and flexibility of water transfers (often called "water market- sence, these
tion and con’ins’) and the California water system’s stability and reliability. This es-

say reviews claims justifying a free market in water and focuses on oli- Oligopoly
gopoly and land rent as significant market imperfections that make rooted in th,
state intervention necessary, rendering these claims moot. 1966).2 The~
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Oligopoly and Prior Appropriation
Water is a *limiting factor" in human development of the American

West (Powell 1962 [1879], Worster 1985). Over 34 million acre-feetI
of precipitation in the form of rain and snow fall in a ~normal~ year in
northern California, about two-thirds of the state’s total water endow-
ment. Most of it is collected and stored in reservoirs in the north,
transported in canals to farms, and delivered through water mains to
urban users, most of whom reside south of the Sacramento-San Joaquin
Delta. In California’s valleys, runoff percolates into groundwater ba-
sins, from which it is eventually pumped for domestic, industrial, or ir-
rigation use. There are almost no unclaimed water rights left in Cali-
fornia. Surface water is regulated by the State Water Resources Control
Board both in quality and in quantity, but groundwater is nearly un-
regulated by the state.

The California water industry is rooted in the state’s hydrologic re-
gime. This regime is a highly political ecosystem consisting of the
state’s endowment of rainfall, its geologic structure, its legal traditions
and administrative structures, as well as its hydraulic systems for stor-
age, transport, and delivery to water users throughout the state. These
facilities are owned and operated by public water agencies at all levels
of government. Private water companies account for only a small frac-
tion of water "developed~ by the state’s water industry. Rights to sur-
face water (that is not already diverted under riparian rights) are
granted under the state’s water law doctrine of prior appropriation, in

¯ many which water rights may be granted by the state if the water is put to
,, large- some type of reasonable and beneficial (i.e., economic) use. The 20th
.et eco- Century history of California water is the history of projects whose ba-
,f these sis is the acquisition of appropriative rights to California water by Io-
¯ ome of cal, state, and federal governments. Fully 70 percent of the appropri-

a free ated surface water in California is controlled and allocated by federal,
ocating state and local governments (Table 1).
v bene-

when Under the California Constitution, waters arising in California are
ands of owned by the State of California. It is the legal right to beneficial use of

water, not the water itself, that is at stake in water allocation. Bain et
al. (1966) found intensive public control of water rights in every sub-

Market basin of the Central Valley, except that of the Kaweah and Tule Rivers.
benefi- Only a few entities diverting water were found to be private or mutual
iifornia
iability

water companies. Most public agencies ~individually have very large
service areas and . . . divert correspondingly large absolute amounts of

:lebates river water,~ a pattern still true today (Bain et al. 1966: 159). In es-
~tential sence, these agencies create an oligopolistic structure for the distribu-
market- tion and control of appropriative water rights in California.
this es-
on oli- Oligopoly control of water rights and large scale of service are

", make rooted in the high fixed costs of water supply facilities (Bain et al.
1966).2 These high fixed costs induce water agencies to form coali-

C--116083
C-116083



Berkeley Planning Journal

Table 1 Larger,
diversion, :

I:’ such misal
Reservoir Storage of Public and Utility Agencies in California al. (I 966)

cies, many

F.AtLLy ,5JD.r.a~ percent of Total Th
~. ag~

vieState of Californiaa 6,362,000 a.f. ! 8.1% no
Federal Governmentb 18,404,000 52.3 tiv,

Local Districtsc 8,839,000 25.1
pro

Until th~
... .~ Private Utilitiesd 1,578,000 4.5 ther reinfo~

Total Storage 35,183,000 a.f. 100.0% mand for
cies, incluc

aprimarily storage in the State Water Project. used only
bprimarily storage in the Central Valley Project, but includes Army Corps of Engineers build mor~
projects, price.~ Wh
CStorage of local irri~ation districts, water districts, and county water agencies, hal and so

:- .dlncludes PG&E, Southern California Edison, and Pacific Power and Light.
to justify tl-

i.
ing bias (1~

Source: California Department of Water Resources (I 987). had at

This r,~.
tions to carry out functions involving major scale economies (Bain et ripheral Ca
al. 1966). In addition, as large-scale water systems become more trol, the w~
tightly linked between areas of origin and ultimate users, the more rate and

i~ water agencies need to create secure, long-term demand for "their" transfers o
ii water. This is done through rigid contractual arrangements (discussed summarize

below for the State Water Project) which heretofore have been unre- Bates 1990
¯ . ~..---. o7 ¯ !! sponsive to changing economic, regulatory, and environmental condi- Environme~

~.~L:i.~.:~: tions. These industry imperatives defend against "revenue instability Clean Wat~
---’:",-"... that would threaten the payment of high fixed costs," including the fi- Delta Estua

~"’"’""" ~
nancial obligations agencies have to bondholders (Bain et al. 1966: the water

~ 1 92).3 Transfers of water outside agency service areas have long been longer tho~
;! considered by water industry leaders as risky, since any uncertainty Board, whi~

i~ over rights could threaten a project’s capacity to pay debt service, administrat,
Bay-Delta E

Capital-intensive water facilities are not only expensive, they are du- wildlife, asrable. Consequently, the "short run~ for these facilities is in fact a long for protecti~
time, on the order of human longevity, and thus economic misalloca-
tions may persist. Persistent misallocations may include: haphazard Projected
application of water rights; legal restrictions preventing separation of On the d
water sales from land sales; and "weak and inadequate~ protection of rural indust
instream uses such as recreation and fish and wildlife values are heav- acre-feet of
ily subordinated to commercial values of water use. percent of

water losse.
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Larger, fully integrated agencies (i.e., those whose functions span
diversion, storage, transport, and wholesaling) are more responsible for
such misallocations than the local water-producing agencies. Bain et
a/. (1966) also identified an oligopolistic tendency in local water agen-

’ cies, many of which are dominated by corporate landowners:
The legal characteristics and responsibilities of local water
agencies, public and private, are such that they may be
viewed broadly as users’ cooperatives, which exhibit eco-
nomic behavior that is more attributable to such coopera-
tives rather than behavior characteristic of profit-seeking
producer-sellers (p. 124).

Until the 1980s, the rigidity of the California water industry was fur-
ther reinforced by its definition of water demand. In determining de-
mand for water from the California State Water Project, water agen-

’% cies, including the California Department of Water Resources (DWR),
used only the engineering concept of need (that is, if there’s a need,
build more dams), not the economic concept of ~need revealed by-gineers                       price." When the Brown Administration advocated the Peripheral Ca-

nal and some large reservoirs in northern California, DWR continued
to justify these projects by appeal to a rigid legalism and an engineer-
ing bias (Dennis 1981). The "needs" embodied in contracts the state
had at that time with its customers were thought immutable.

This rigidity softened, however, beginning with the defeat of the Pe-

-.’~. tt
ripheral Canal in 1982 (Gottlieb 1988). Due to events beyond its con-

more trol, the water industry, particularly urban water agencies, with corpo-
rate and industry support, has moved to greater activity in water, more

"their" transfers or other market-like water transactions. These events are

cussed summarized elsewhere (Gottlieb 1988, Hundley 1992, Reisner and
Bates 1990). The National Environmental Policy Act and the California~ unre-

condi- Environmental Quality Act, the federal Wild and Scenic Rivers ACt, the

tability Clean Water Act, and judicial cases affecting Mono Lake and the Bay-

the fi- Delta Estuary also irrevocably changed the regulatory environment of

1966: the water industry. Water rights decisions, like water contracts, are no

~ been longer thought immutable, and the State Water Resources Control

¯ rtainty Board, which adjudicates water rights in California, has emerged as the
administrative focal point for struggles over water (such as with thee Bay-Delta Estuary and Mono Lake). Instream uses (e.g., fish, plants, and

are du- wildlife, as well as recreatiohal uses) gained importance in water law
a long for protection of aesthetic and ecological values.

,alloca-
hazard Projected Demand for Water
tion of On the demand side, the water industry supplies the state’s agricul-
tion of tural industry and its urban regions with a total of about 34.2 million
-~ hear- acre-feet of water (Table 2). in 1985, agriculture consumed about 79

percent of the state’s net water use (factoring in evapotranspiration,
water losses, and outflow from an area that is used elsewhere). Urban
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net water use was 16 percent of the state’s water demand, while other transactio
uses accounted for the remaining five percent (California Department ture of a t
of Water Resources [DWR] 1987). and Bush

transfers,
Table 2 Some

~ transfers
Net Water Use by Sector in California domain, I

voluntary
fers typic~

1985 2010 fers (Salib
~ Acre-feet [0001 Share Acre-feet ~0001 Share Separat

" " Agriculture 26,950 78.8% 26,750 75.1% are three.
water rigl-Urban               5,590        16.3           7,190        20.2 improven-

Other 1,680 4.9 1,680 4.7 allocation
buyer ant

Total 34,220 100.0% 35,620 100.0% cost" (Sali

Note: Net water use is computed by adding evapotranspiration (the amount of water Market
taken up by plants, transpired by them, and evaporated from the soil), the losses from a
water distribution system that cannot be recovered, and outflow leaving an area. This as- I. a m

timate is essential in determining whether an area needs more water, r

Source: California Department of Water Resources (1987, 1993). 2. retu
purc

Over the next 20 years or so, the surface supply of water is not ex-
pected to increase significantly. Even if major reservoir projects are                       3. the
completed in the near future, the overall water system in California is opp,

not expected to expand significantly, partly because of court decisions mea
regarding Mono Lake and the Bay-Delta Estuary that will likely reduce In theot

~., exports from these sources, location, t
!! But overall demand for water is not growing as rapidly as it once as price t~

did, according to the California DWR. Projected net water use is ex- drologic ir

pected to increase by only 1.4 million acre-feet from 1985 to 2010 ing water
¯ ~.-:7 ... (DWR 1987; DWR 1993: 164). This increase represents only 3.9 per- completel:

¯ .,...~.,-....~.7.....~ cent of the total projected water demand, and moderate conservation effects occ

. .-." efforts could eliminate the need for additional capital facilities. One and uses ,

measure for achieving this reduction is promotion of water transfers, rights; and
in respons~

Water Transfers and Economic Theory bidder (Sal

~ Phrases like ~water transfers~ and ~free water markets~ and ~water Markets
¯ - trades~ are often used interchangeably, and without definition can lead these assu~

to confusion (Saliba and Bush 1987). "Markets~ consist of the interac- market iml
tions of actual or potential buyers and sellers of one or more interre- curred in i
lated water commodities. Negotiated transactions generate prices and ship and F
conditions of sale and use for each commodity. "Markets~ represent posed tra~
transactions taking place continuously over time. When relatively few

7O

C--116086
(3-116086



Water Transfers in California, Stroshane

~ile other transactions take place, the market is considered thin, and a key fea-
partment ture of a market--the establishment of a going price--is lacking (Saliba

and Bush 1987: 1, note 6), a condition that describes California water
transfers, notwithstanding the Drought Water Bank (discussed below).’t

Some transfers are voluntary; some are involuntary. Involuntary
transfers may occur through forfeitures and abandonment, eminent
domain, litigation, and legislative settlements of conflicting claims. In-
voluntary transfers are not the subject of this paper,s Voluntary trans-
fers typically include at-cost administrative transfers and market trans-
fers (Saliba and Bush 1987).

Share Separating water rights market transfers from non-market transfers
75.1% are three attributes of market transactions. First, the money value of the

water rights is recognized as distinct from land value and the value of
20.2 improvements to land. Second, buyers and sellers each agree to the re-

4.7 allocation voluntarily. Third, price and other terms are negotiable by
buyer and seller and are not constrained to be ~not for profit" or "at

100.0% cost~ (Saliba and Bush 1987: 3-4).

~.t of water Market transfers occur when three conditions hold true:
..ses from a 1 a mutual perception by potential buyers and sellers of the capture of
~a. This es- "

net economic gains by transferring water to take advantage of place,
season, or purpose over current use patterns;

2. returns to buyers outweigh the transaction costs of the water market
purchase; and

s not ex-
,jects are 3. the economic return from the water market purchase exceeds the

.fornia is opportunity cost of achieving water supply objectives through other

:lecisions means (including new capital facilities) (Saliba and Bush 1987: 5-6).

y reduce In theory, a free water market establishes economically efficient al-
location, use, and supply of water when all economic agents behave
as price takers, and all economic agents have complete legal and hy-s it once

Jse is ex- drologic information on water rights and opportunity costs of Supply-

to 2010 ing water through other means. In addition, water rights must be:

3.9 per- completely specified and enforceable; exclusive, so that no third-party

.~ervation effects occur; comprehensive, so that all attributes (e.g., water quality)

~es. One and uses of water that generate value can be represented by water

"~sfers. rights; and transferable, so that water rights holders can transfer rights
in response to an attractive offer and water can thus flow to the highest
bidder (Saliba and Bush 1987: 21-23, 25).

d "water Markets are seldom free, though, for the world does not conform to
can lead these assumptions underlying theoretical market behavior. Because of

~ interac- market imperfections, transaction costs may arise, including costs in-
~ interre- curred in identifying potential transfer partners, verification of owner-
-ices and ship and physical description of water rights associated with the pro-
°epresent posed trade, administrative costs associated with obtaining state
rely few
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/

~ permits for the trade, and costs associated with litigation or protest On t
hearings regarding the proposed transfer (Brajer et al. 1989: 500). to profi

A good water deal is difficult to come by for other reasons, too. tire to
These include +externalities" (such as environmental impacts and third- the rel~

.~I~’ party effects); the public goods characteristics of water (nonrivalry--or 509, ita
~ joint consumption--and nonexclusion of people from receiving water A poi

benefits such as from instream uses); imperfect competition among Californ
buyers and sellers (larger agencies undercutting prices that smaller rights ir
ones cannot match, or the monopoly features of territory-based water equitabl
agencies); imperfect information increasing risk and uncertainty; and not fore
equity issues (Saliba and Bush 1987: 24-26). rights in

- : i:" The presence of oligopoly also creates market imperfections that are Smith
usually the object of governmental regulation (Bain et al. 1966, Got- ing the
tlieb 1988, Gottlieb and FitzSimmons 1992, Kahrl 1982, Liebman water tr
1983, McWilliams 1949, Villarejo 1981, Worster 1985). In water mar- NCTO.
ket transfers, we will likely see larger agencies be better able to corn- Second,
mand prices, while smaller agencies may be coerced into taking them. that qua.
Whatever else may be said about the virtues of water markets or water the distr
transfers, we are speaking of neither a small town’s City Hall nor of Jef- the amo,
ferson’s yeoman farmers when we speak of trading water in modern- water
day California (McWilliams 1949, Villarejo 1981, Worster 1985). priati\

ceived s~Water, Rent, and the "Compensation Problem" tradable-
Because of imperfections, water markets will not necessarily ensure

~ efficient use and transfer of water (Saliba and Bush 1987: 27). Writing In tern

about New Mexico, which has a longer historical experience with for water
water transfers, Brajer et al. (1989) contend that "the basic require-                    the landc
ments (or a well-functioning, ’perfect’ market do not exist,+ that there Politicall~

"appear to be few, as opposed to ’many,’ buyers and/or sellers," and gaging in

that +the availability of information about buyers, sellers and qualities isting law

of water rights is, at best, limited+ (p. 507). Thus, economic theory ap- uncertain

plied to water markets shows that while water transfers may well occur Concept:
in a liberalized regulatory environment, they will not necessarily be Howev

..... i’i economically efficient,
in the NC

Brajer et al. also point out a *special problem"--a dilemma that tion probl
" ’~"::,~: :: :: government faces if it wishes to develop markets for water further. On make sen

one hand, "serious equity considerations+ arise when farmers have re- (1983)
ceived federally-subsidized water for perhaps several generations, "and in use of v
then are allowed to sell the water and keep the proceeds--the farmers paid (p.
are thus the recipients of large ’rent’ payments" (Brajer et al. 1989). for the dis~

~ Ironically, the most likely buyers of water from these farmers are urban 1. the" water agencies representing millions of taxpayers whose taxes could farmend up paying farmers for water for which the farmers previously re-
2. the r

wate
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rotest On the other hand, say Brajer et al., "if the farmers are not allowed
to profit from the sale of their federal water, they then have no incen-

. too. tire to sell their rights in the market, and the efficiency gains sought by
third- the releasing of federal water may then be lost" (Brajer et al. 1989:
-ywor 509, italics in original).6

water A point of clarification is in order about farmers selling their "rights."
mong California irrigation district enabling law bestows on farmers "implicit
~.aller rights in the district’s water supply" (Smith 1989). These are rights to
,rater equitable and beneficial use of the district’s water. However, they are

and not formal appropriative rights; the board of the district holds these
rights in trust for landowners within the district (Smith 1989).

at are Smith (1989) calls this dilemma "the compensation problem." Solv-
Got- ing the dilemma for landowners means structuring disbursement of ’ " ~

9man water transfer proceeds as a negotiated corporate tender offer, or
mar- NCTO. First, the district board negotiates a water deal with a buyer.
corn- Second, the board then implements ~a trading scheme in certificates
’~em. that quantifies the equitable and beneficial interests of landowners" in
.~,ater the district’s water supply. The board then repurchases certificates in
~f Jef- the amount needed to fulfill the terms of the deal (Smith 1989).7 The
:lern- water gets delivered to the buyer, the district does not lose its appro-

priative water rights, and landowners get a rent payment for having re-
ceived subsidized water for so long, now enshrined in water law as a
tradable water right.8

~sure In terms of economic theory, the NCTO distributes the rent payment-iting
with ’for water (i.e., the return on land and water rights) equitably among

~uire- the landowners who ~tender their certificates" for water to the district’.

there Politically, the district board gets respect from the landowners for en-

and gaging in the trade; legally, such an approach both conforms with ex-

lities isting law and prevents legal change that would lead to conflict and
uncertainty over the district’s appropriative rights (Smith 1989: 453).9

,’ ap-
~cur Concepts of Rent
~ be However, landowner behavior is more complex than is allowed for

in the NC-FO model. Landowners’ behavior regarding ~the compensa-
that tion problem~ must be viewed through the prism of economic rent to
On make sense of their motivations regarding water transfers. Gardner

e re- (1983) defines rent as the incremental return resulting from the value
"and in use of water, less its cost once other factors of production have been
~ers paid (p. 84, note 36). Water price changes have two main implications
~89). for the distribution of rents:
-ban 1. the magnitude of the rent will have positive effects on annual net
~uld farm income; and

re--
2. the rent will enter asset wealth over time, depending on the type of

water right held (Gardner 1983: 103-4).
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The value of a riparian right will be capitalized into the land value water as a
; itself, because this right runs with the land and is therefore the most 1986). Th

secure water right. The value of an equitable interest in a water dis- contracts,
trict’s appropriative rights or a water contract would be the present value of t
value of the discounted flow of water rents over the contract term. 1983: 53).

Pivo (1984) and Walker (1974) distinguish two main kinds of rent.
Landown

Differential rents accrue to landowners in part because of location, and
are not a significant source of the "compensation problem" in water Policy c

nia musttransfers. However, landowners may capture redistributive rents
through their collective efforts in land markets and in the political make with

arena. Unlike differential rents, redistributive rents are very much at is- serve wate

.. sue in water transfer and merit closer examination, technology,
saving crol’

¯ ’ . :i Redistributive rents can be divided into three subclasses-- crease in w
oligopoly/monopoly, absolute, and transfer rents--based on their
source. In many water districts, particularly in the Central Valley The Bay

Area goven(noted above), land is owned in large parcels by relatively few owners.
These landowners receive water for use in proportion to their acreage fao
and their cropping plans. When land is sold under these conditions, it ha,.
may yield a value that reflects the oligopoly or monopoly rents that wo

¯ drive land values above the increment attributable to differential rent. tior
In land markets, as potentially with water markets, few sellers means
higher prices can be charged. Values can thus be realized in excess of t.._
differential returns to the resource--especially if made workable by yie!
paper schemes such as negotiated corporate tender offers in local to n
water districts. Oligopoly or monopoly rents redistribute rent payments zati.
according to the exercise of economic or strategic power in a land or sou~
water market, thei..

Absolute rent is the increment of economic return to land obtained Most pro[.
through the collective efforts of Central Valley landowners to expand that the gro~
their access to water rights. Absolute rent in water transfers could de- savory trend
velop if landowners (as holders of the beneficial and equitable interests less water, f
in a district’s water supply) collude to use a land rush to convert the merit, swelli,
district into a water ranch. Landowners will only tender their certifi- ing farmers
cates to the district board if they ~get their price" for district water. If could multil::

-~’.~=~’~-i the absence?’.~~.-=. they cannot expand their holdings, they would hold out for the highest ’
-.-.:’.;:-":~,!..~:. bid (their oligopoly rent) (Pivo 1984, Walker 1974). producers cc

~ duce the der.
Finally, an additional category of rent bears consideration: transfer munities fron’~"’~;’"~" rent,10 or a transfer payment in the form of a subsidy, i.e., a redistribu-

.:::~÷--.---:..~: tire rent, to water users. Transfer rents are creatures of public policy, A Free Marl-
often resulting from society’s desire to achieve some public purpose Yet despit~
through an income transfer, and are particularly common in federal allocation,
water project service areas. Water subsidies have long been an income agencies, em
policy for rural America. Their original purpose was to lower artifi- markets. Perh
cially the private costs of developing the American West (Worster ket for water,
1985, Rucker and Fishback 1983). The federal government provided
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and value water as a public good, nearly free of charge in some regions (Reisner
the most 1986). The transfer payment continues through the use of long-term

water dis- contracts, with pol!tical support provided by the landowners. The
~e present value of this transfer rent increased over time (Rucker and Fishback
:erm. 1983: 53).

:s of rent. Landowner Behavior and Economic Rent
ation, and Policy on water transfers affecting agricultural producers in Califor-

in water nia must account for several behavioral adjustments growers may
¯ ire rents make with respect to changes in prices for water. Growers may con-
~ political serve water on a given crop; they may change to a different irrigation
:uch at is- technology when it becomes cost-effective; they may shift to a water-

saving crop; or they may shift to higher-value crops to absorb the in-
bclasses-- crease in water price (Gardner 1983: 83-84).
on their The Bay Area Economic Forum (BAEF 1991), a partnership of Bay

ral Valley Area government and corporate officials, argues that
w owners.
~.r acreage faced with the market value of the resource, farmers would

have the proper incentives to economize on their use. That
~:[itions, it would mean adjusting their crop mix, acreage in produc-
rents that tion, or number of plantings to match water availability...

:’~tial rent. . But most importantly, [through market transfers] they
~rs means would be given the incentive to innovate. Indeed, much of
excess of the irrigated farmland in the state faces reduced future

.:t ’,e by yields without changes in water practices. Many farms need
s ... local to make large capital improvements in order to avoid salini-
payments zation of soils and high water tables. The best potential
a land or source of that capital would be the sale of some portion of

their water (p. 10, note 17).

~ obtained Most proponents of market-type water transfers do not acknowledge

to expand that the grower can refuse to plant as well, which could lead to an un-
could de- savory trend toward water ranching. If farms go without water, or with

:e interests less water, fields may lie fallow and farmworkers go without employ-
~nvert the ment, swelling local unemployment and welfare rolls. Businesses serv-

eir certifi- ing farmers and farm workers would suffer, and additional layoffs

~ water. If could multiply if water is transferred from rural agricultural areas. In

"~e highest the absence of restrictions on the use of rent proceeds from an NCIO,
producers could shift to crops or production techniques that may re-
duce the demand for agricultural labor and business services in com-

n: transfer munities from which water is transferred.
~edistribu-
~ic policy, A Free Market Or A Regulated Industry?
c purpose Yet despite these well-known market imperfections involving water
~n federal allocation, enthusiasm grew during the 1980s among urban water
~.n income agencies, environmentalists, and business for creating active water
wer artifi- markets. Perhaps the clearest statement of the ideal of an efficient mar-

(Vv’orster ket for water in California was made by Smith (1989):
Drovided
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Economists and lawyers argue that water markets can help Systen-
water users adapt to this era of expensive water. Voluntary
negotiations among buyers and sellers would establish In th
prices that provide current users with incentives to conserve 1980s

i’~’ water and reallocate a portion of their supplies to new uses. in the C
: As a result, existing supplies would be stretched to serve in Sacr~

!. more uses and economic growth would be supported by the water tr
transfer of water from low-valued to high-valued uses (Smith 1992, a

~ ¯ 1989: 446). tions, ir
! Environmental writer Marc Reisner and water lawyer Sarah Bates effect

voiced similar appreciation for using the free market system to achieve constrai
environmental benefits: ways of

Advocating the free market system as a cure for environ- the con(
mental ills is always a risky proposition; it is easy to find a Ware,

.-    .. " thousand instances where unfettered capitalism has created ance thi:
" environmental harm. But in the case of western water (at keep th~

least for now) the transfer of water rights shows great prom- concernise as a means of achieving several important goals at once:
supplying water-short urban areas while alleviating the State W.
drainage and salinity crisis while reducing surplus crop concern.
payments while promoting ecological health--all at a tea- Curie
sonable cost without new dams (Reisner and Bates 1990: formatio
59). ject. De~

The idea of water markets is receiving growing governmental sup- tracts
port. The U.S. Supreme Court, in the 1982 case Sporhase v. Nebraska, concl
declared that water is an ~article of commerce" that need not know ify:
state boundaries (Sporhase v. Nebraska, 458 U.S. 941, 1982). The De- ¯ en
partment of Interior adopted policies that accommodate trades of fed-
eral project water (Reisner and Bates 1990: Appendix A). And the Call-

, fornia legislature removed legal impediments to water transfers (Smith ¯ m~
~: 1989: 447). Many water transfers are documented in the literature, but de~

it is arguable whether they really constitute a continuous market ¯ cot
(Gottlieb and FitzSimmons 1992, Reisner and Bates 1990, Saliba and ¯ alk

~ Bush 1987).
~ Alternatively, the BAEF urges creation of a ~market-based" approach

¯ all,
vatto reforming the control and allocation of water in California based on

...... the experiences of regulated oil, natural gas, and electric power indus- ¯ rul(
= ........... " . tries (BAEF 1991). One virtue of this approach, at least, is that it would cha

-..~.’,~..’.:.:,’.-..~Z’..-... ., retain the ~natura~ monopoly" characteristics of the water industry as cha
...... . ¯ . an object of governmental intervention (BAEF 1991: i). In these indus- ery

tries, the obligation to serve and the reliability of these utility systems Curie b
help shape regulatory policy debates. The regulatory process itself is changing
intended to balance these socio-technical requirements with the public SWP con

~ interest. Public trust consideration and public choices may be possible consent o
¯ ". if the water ~market" is subject to regulation. To major corporations dude a r~

and government, water (like power) is too important to leave to free term eme~
market fluctuations in an arid region, first, DW~
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System Reliability and the State Water Proiect
In the debate about the control and allocation of water rights, the                                 ’

1980s and early 1990s saw free market advocates gain the upper hand
in the California Legislature and the U.S. Congress. Several laws passed
in Sacramento that, in a piecemeal fashion, removed many barriers to
water transfers in California. President Bush signed H.R. 429 in October
1992, a bill providing sweeping reforms to Central Valley Project .opera-
tions, including provisions allowing and restricting water transfers. The

es effect of these legislative changes, however, has been not only to relax
e constraints on water transfers, but to force the water industry to find

ways of assuring the integrity of the state’s water system by restricting
the conditions under which water transfers can occur.

Water agencies facing broad mandates to allow transfers must bal-
ance this new objective for the state’s plumbing system with the need to ¯ "
keep the system reliable and functional. The next section examines
concerns about maintaining the reliability and fiscal integrity of the
State Water Project, and then examines legislative remedies for these
concerns.

Curie (1983) studied necessary economic conditions for market
formation and market activity in water transfers for the State Water Pro-
ject. Developed surface water is allocated by means of long-term con-

..:>. tracts by the California DWR among 30 contractors. Most contracts
concluded by 1965 run for 75 years, and contain clauses which spec-

~.w ify:
e- ¯ entitlement water to be delivered, including the means of repay-

-el- ment;
¯ means of repaying costs of power generation associated with

delivery;

Ket ¯ conditions for changes in entitlement levels;
qd ¯ allocation during dry or drought years;

¯ allocation of surplus water when available (which only includes the
,~_-h variable, %outh of the Delta~ charge in its price); and
9n ¯ rules for pricing State Water Project water---entitlement water

’ld charge is based on SWP production costs (including a fixed water

as charge, typically north of the Delta; and a variable charge for deliv-

:s-
ery costs of export from the Delta).

"~s Curie believes that these rigid contracts preclude timely responses to
is changing relative economic values of State Water Project (SWP) water.
ic SWP contracts also require that contractors obtain the prior written

~le consent of the State before engaging in a water transfer, and they in-
,ns dude a restrictive policy on transfers limiting water trades to *short-
ee term emergencies." Curie offers three reasons for this restrictive policy:

first, DWR fears market activity would reduce management control
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over water allocation and development of the SWP. Second, DWR I
fears the lack of reliability in the system if a general water transfer pro- ma:
gram operated in a drought period. Third, DWR fears market activity 19~_
would threaten the SWP’s financial integrity for bond repayment ing
(Curie 1983: 7-9). 80(

Curie concludes there are no legal obstacles to market formation terr
:,; among SWP contractors. Only the matter of assuring that bond holders ~
": get repaid is at issue. For contractors, the problem of a water market is tric

different: market transfers do not occur because of the risk associated any
’ with the potential for "delivery security loss" of priority entitlement age

water due to market activity. The flexibility of water rights transfers pur
....... (even if temporary and legal) creates uncertainty that is at odds with Star

: . L".. : the law of prior appropriation (i.e., the appropriative right) in which req
. . you must exercise your water right, or lose it. Curie suggests several ave

¯. "transfer criteria" for the SWP’s review of potential water rights trans- ticil
fers, including: Qu

¯ Fixed water charges of customers must be paid regardless of their ver,.
market activity; anc~

sell¯ Quantity, delivery point, and date of a proposed transaction must
be submitted to the SWP for a "delivery feasibility check"; I~

¯ Market-transacted water will not be included in any definition of a f" "

"threatened permanent shortage," effectively exempting this water
from legal challenge as a lapsed right; cur:

that
¯ Market-participating customers pay all market-induced production the

costs of the SWP; and gre.,
¯ No capital expansion of the SWP will occur because of market ac- con

tivity (Curie, 1983:281 ft.). fers
nit~Curie’s "transfer criteria" seek to reduce uncertainty about water

rights as well as shore up DWR’s legitimate concerns about the SWP’s
app

financial obligations, but her proposal does not motivate landowners Th~
to support water marketing because it is not clear *what’s in it for I~
them." Until the reward in this system is more evident to water users, of P

- ": :;~. .:.... and not just to district contractors, the risks appeared to Curie in 1983 onl,
.~....." .~......:..:..,..~.Z too great to engage in voluntary water market transfers, to a

...... : "">"~"’: During the mid-1980s, the California Legislature established broad in (
state policies to facilitate voluntary transfers of water, including policy son
assurances that water rights of those transferring water would not be of ~
impaired or forfeited as a result of water transfers (California Water the

~ Code, Sections 109, 475, 1011, 1244, and 11961; DWR 1993; DWR use,
: 1989:10-11). These changes give new flexibility to the once rigid prior stor

appropriation doctrine, and they incorporate many of Curie’s initial "l
,-. suggestions, cha

:~:" thei
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_-ond, DWR Then, on October 31, 1992, President George Bush signed into law
.ransfer pro- major reforms of the Central Valley Project (CVP) (U.S. Congress
~<et activity 1991}. The bill, H.R. 429, included provisions for planning and fund-
repayment ing of wetlands and fisheries restoration projects, along with release of

800,000 AF to assist with protection of drought-stressed Delta ecosys-

~.’. formation terns.
~nd holders Section 3405, Title 34, of the bill authorizes any individual or dis-
er market is trict receiving CVP water "to transfer all or a portion of the water" to
,: associated any other California water use or water agency, State or Federal
entitlement agency, Indian tribe, or private non-profit organization "for project

~-,ts transfers purposes or any purpose recognized as beneficial under applicable
t odds with State law" (U.S. Congress 1991). This section also sets forth detailed
:t) in which requirements for water transfers: iimits on total transferable quantity,
tests several averaged over three years; repayment at full cost rates; voluntary par-
-ights trans- ticipation in transfers; consistency with the California Environmental

Quality Act; a right of first refusal by other CVP water users; no ad-

~ of their verse effects on the CVP’s obligation and ability to serve its customers;
and no significant long-term impacts on groundwater conditions in the
seller’s service area (U.S. Congress 1991, DWR 1993).

",on must
In addition, the Secretary of the Interior "shall not approve a trans-

fer" if the Secretary determines a transfer "would result in a significant
t,~ . ~f a reduction in the quantity or decrease in the quality of water supplies
"~is water currently used for fish and wildlife purposes" unless it is determined

that such adverse effects "would be more than offset" by the benefits of
-oduction the proposed transfer. Adverse impacts must be mitigated (U.S. Con-

gress 1991). The bill does not require that impacts of transfers on

.arket ac- communities be addressed, however. A third approach to water trans-
fers, however, holds out hope that transfers may occur while commu-
nity and environmental impacts are considered simultaneously. This

,bout water approach is called a "drought water bank."
¯ the SWP’s
andowners The Emergency Drought Water Bank
"s in it for In February 1991, after four drought years and three winter months
~,ater users, of meager precipitation, DWR announced that the SWP would deliver
-tie in 1983 only 10 percent of the requests by urban water agencies and no water

to agricultural customers. Drought of this magnitude had not occurred
shed broad in California in O0 years, since the drought of 1928-34. Governor Wil-
:ling policy son established a Drought Action Team which recommended creation
,uld not be of an emergency drought water bank to allocate reduced supplies in
:rnia Water the State Water Project to four critical needs: municipal and industrial
993; DWR use, agricultural use, protection of fish and wildlife, and carryover
¯ rigid prior storage for 1992 (DWR 1992).
rie’s initial The Drought Water Bank (DWB) operates as follows: DWR pur-

chases water from willing sellers (typically farmers willing to fallow
their lands or substitute groundwater for surface deliveries; or local
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agencies with surplus storage to sell), keeps their entitlement water in the same
storage, and then sells the water to agencies with critical needs. Within groundw.

~. one month, according to DWR, 300 contracts were hastily concluded~ (DWR 1992). ~This was a progr.am that was implemented and then A free

ii
conceived,~ according to one staff member of the DWB (Aldridge and eco~
1992). Most sales went to southern California districts, transactic

t~! undertake
Despite being rushed into operation, the DWB intervened effec- state to a~

tively to prevent price gouging and bidding wars during the 1991 Bank constraim
program. Governor Wilson required that all entities needing to transfer in a free
water from the Sacramento Valley (north of the Delta) to south of the Governm
Delta work through the Water Bank. This requirement was relaxed in ing the C

¯ "" the 1992 Bank, but DWR notes that few independent cross-Delta trans- water trar
" " :~;: fers occurred:

Several purchasers tried to arrange their own transfers but Transfer~
finally went to the Bank to meet their needs. Several sellers The jus
negotiated with the Bank and with independent purchasers economic
and decided to contract with the Bank. These sellers pre- water ma
ferred the institutional certainty that came with working librium pr
through the Bank (DWR 1993:178). ter off as,

The State found the DWB worked well enough that it will become a exists or ’

;. permanent program to be activated during drought emergencies (DWR fitting S~
1993). An Environmental Impact Report on the DWB program com- tinuou.
pared the drought water bank to a free-market alternative approach, ized or I.
revealing that the bank is superior from several standpoints. First, a cannot ur
"free market" approach in water transfers includes detailed involve- agency, tt-
ment by a number of governmental agencies not directly involved as control th.

, parties in the transfer. The DWB would represent a ~one-stop shop" Moreo\
where buyers and sellers would have a streamlined process run by the will prob~

~ DWR for trading water. Second, the Drought Water Bank program en- like the o
o~ hances the possibility that the public interest will be served through known fop
!~. water transfers during drought conditions. During droughts, water law, or uti~ supplies are limited, and bidders with the most money may buy all the pumping,

water they need. Bidders with less financial power, on the other hand, time that,
..... . may get little or no water. The DWB would offer one base price (a nia Legisl~

~.--..-:.’~.:~:.o:~ ~going" price established administratively) north of the Delta and then strain pot~
.’. add variable charges associated with pumping and transporting it south¯ .~..~-.,v_~....... -..--:- .i, of the Delta. The Bank’s ability to hold the base price down also en- A wate~

¯ ’.. .’ ~ ables it to safeguard the public interest by offering cheap water to such may neve
state agencies as the California Department of Fish and Game, which states: "Yo
is responsible for protecting instream uses. In the absence of such an on a case-

~
~".i-.~ approach, it is possible that instream uses would be un- or under- Some of t!

more likeserved (DWR 1993).                                                                either part
Third, a drought water bank offers a better opportunity for public that the sta

choice concerning the least environmentally sensitive transfers (i.e., tably durir
the ones that do the least harm) and to minimize local community excesses oeconomic impacts of transfers. A water bank can avoid buying from
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r in the same area too many years in a row to minimize ongoing wildlife,
:hin groundwater, and farm employment impacts (DWR 1993).
ded A free market approach to water transfers would likely be socially
hen and economically costly because of the coordination efforts (i.e.,
dge transaction costs) that individual buyers and sellers would have to

undertake to deliver a desired quantity of water from one end of the
¯ ec- state to another, with scheduling that is consistent with environmental
~nk constraints and hydrologic availability. There would be little protection
sfer in a free market against "paper water," except for caveat emptor.
the Government’s coordinating role, brokering water transfers and operat-
: in ing the California water system, is as indispensable to the success of
~ns- water transfers as it is unrecognized in free water market rhetoric.

Transfers Do Not a Free Market Make
The justification for market-type transfers is economic efficiency; but

economic efficiency is not readily observable since there are too few
water market-type transactions to determine the presence of an equi-
librium price of water in the marketplace. Buyer and seller may be bet-
ter off as a result of a trade, but this does not mean that a water market

e a exists or that economic efficiency has been achieved. Water markets
..¢ fitting Saliba and Bush’s description of market transactions, i.e., con-
,m- tinuous trading activity expressing a "going price" are not yet organ-
ch, ized or institutionalized in California because individual users still

a cannot unilaterally seek a buyer for "their" water. The local water
re- agency, the California DWR, and the Secretary of the Interior may still
as control the fate of any given water transfer.

~P" Moreover, a case can be made that the water industry already is and
~he will probably always remain a regulated industry, though not perhaps
en- like the oil, natural gas, or electric industries. Water law is already
:gh known for its convolutions and complexities, which rival corporate tax
’er law, or utility regulation. Should California ever regulate groundwater
~e pumping, this complexity will only increase. Yet at precisely the same
.d, time that water transfers are looked on more favorably by the Califor-
(a nia Legislature and the U.S. Congress, environmental restrictions con-
en strain potential for market actions.
;th A water market analogous to a capital market or a futures markei
?n-
ch may never really develop; as one official with the California DWR

~h states: "You have to get specific. Water transfers have to be worked out
on a case-by-case basis" (Western Water Education Foundation 1989).an Some of the deals may be market-type transfers, while others may be

er-
more like administrative trades where no element of rent-making for
either party is to be had. A drought water bank program holds hope

’~c that the state will be able to manage its water system flexibly and equi-
e., tably during supply emergencies. In so doing, it will help to curb the
-’Y excesses of a highly imperfect marketplace for water.
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NOTES

1An acre-foot of water is the volume of water on an acre of land one foot
deep, about 326,000 gallons of water, or approximately the consumption of a                       AIdridge, Bob.

!, .~ family of four in one year.
2It is also a function of land holding patterns in the Central Valley throughout

sources, per

the last 120 years. 5ee Liebman (1983), Chapters 2 through 5; and McWil- Bain, Joe S., Ri
liams (1949). Water Indus¯

" " ~ : 3This is essentially the thrust of Williamson’s argument (1975) that markets ing a Scarce

i’.:." and firms are alternative instruments for completing a related set of transac- by The Johm

i! tions. He contends that the relative efficiency of markets versus firms (or bu- Bay Area Econ
reaucracies) and costs of contracting vary with the human characteristics and proach to Ca

: the environmental factors involved. Brajer, Victor,
’~ 4This point is also reinforced by Curie (I 983: 5). Strengths am
~: slt is important to mention involuntary transfers because they represent what and Soverei~

every water rights holder seeks to avoid in negotiating voluntary transfers, 489-510, Spr
,,: because appropriative water rights call for holders of such rights to use water California C
: beneficially--or lose it. mental Imp,~

’:; 6The authors add that "we feel that this ’rent distribution’ issue, which has not . 1992. Thebeen addressed at any length thus far in the economics literature, could soon
become an increasingly important component of the water allocation de- ~- 1989. A C
bate." with the Cost,

~; 7This has two facets: the board allocates certificates to all landowners accord- 1987. Loo~
:~ ing to the landowner’s fractional claim to the district water supply based on Curie, Madalen~taxable assessed valuation. Second, the board then repurchases certificates Description ofrom landowners at the price of proceeds distributed to the "compensation mation and Ivfund~ which the board sets up as part of the NCTO. The proceeds are divided Economics,’̄ only among landowners tendering certificates, which helps to ensure univer-
:~ sal participation in the scheme. Dennis, Harry. 1’
!; 8Smith is unconcerned about a land rush resulting from the water certificates California: Fri~

.¯..L.:: scheme. "The anticipated value of certificates represents an implicit land sub- Gardner, B. Dek
¯ ""~’~-’~ sidy as farmers demand more land to receive larger certificate allocations." Agriculture." h

~~-" This would create no inefficiencies nor inequities, Smith claims. "The land the Environme
rush,~ he writes, implying that one would occur, "will not distort the relative Institute for Pul

-.’:~::~.~.~ use of different land qualities" (Smith, 1989: 457). He thus seems to ac- Gottlieb, Robert.
.. knowledge that it encourages corporations to get out of farming and into New York, Ne~water ranching.~

9Upon concluding the trade, the district board, according to Smith, would es- Gottlieb, Robert,
tablish several accounts into which trade proceeds would be disbursed. Agencies as Hi,
These funds include: a compensation fund for the landowners; project ac- of Arizona Pres
counts for environmental mitigation, lost return flows, groundwater recharge,
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or hydropower losses; and a "community redevelopment agency~ fund to
~on, promote local growth and diversification through non-water investments.
~ful These funds represent Smith’s acknowledgment of the need to internalize in-

jury claims or other third-party effects of water transfers into these deals
(Smith 1989: 453).

10What I call transfer rent was originally described by Richard Walker as redis-
tributive rent (Walker 1974).
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I Pull over at the strawberry stand at Lone Tree Way and Tree Way. "The orchards were everywhere, it’s sad to think
Fairview Road southeast of Antioch. At the stand, they were so temporary."
where Kao Saechao and his parents display plump red

strawberries for $1 a basket, I buy three baskets, paying ~ ince 1949, nearly one million acres of farmland have
one of Kao’s two younger brothers behind the counter, l ~ disappeared in the Bay Area, according to the
bite into a fruit; it’s sweet and juicy. Greenbelt Alliance. In the last ten years, Contra Costa’s

Better get it while it lasts, cities and its county board of supervisors have approved
Kao’s eastern Contra Costa County strawberry field lies 45,000 new housing units, including about 17,0OO near

in what Tom Mooers, a field organizer with Greenbelt Brentwood. Another 30,000 are under consideration
Alliance, calls "the wild west of county-wide, with more slated for
sprawl development -- perhaps ,- -- - -- rural Sonoma, Solano, Mameda,
the most threatened sub-region Low-clenslty encroachment,Santa Clara, and southern Napa
in the entire Bay Area." Accord- which destroys farmlands counties.
ing to the alliance, the Bay Area’s At stake here is not just rich
leading open space protection and inner cities alike, is farmland, with fresh produce
andlanduseplanningorganiza- deliberate accessible to city consumers. Nor

t"O~CY" it just matter of traffic andtion, 50 percent of Contra ,- is a
Costa’s orchards and cropland And pollcy can be undone,smog. The investments in new
has been lost to low-density sub- schools, subdivisions, and parks
urbanization since 1970. for Brentwood, Livermore or Fair-

I ask Kao how much longer his family expects to field also represent opportunities lost for new jobs,
continue growing strawberries at this intersection, housing, and services in nearby Richmond, Oakland, or
"Maybe one or two years," he replies. "We lease this land, Vallejo.
and then the owner may want to do something with it. Environmentalists and communities of color have
Then we’ll have to do something else." recently begun exploring common ground in changing

On a Saturday, cars clog this intersection, and immobileCalifornia’s tax and legal systems to deal with suburban
earth-moving equipment guards a huge pile of moved sprawl. They have recognized that the ecological destruc-
earth in Saechao’s parking area. Several large developer tion, the long freeway commutes, and the sundering of
signs point the way to Town Square Estates, Lyon Grove, our communities by race and class are bound into a
Spinnaker. single, basic problem, elegantly stated by Berkeley histori-

"I can remember as a girl going out to Brentwood to an and geographer Gray Brechin: "We have no right to
pick cherries -- all you could pick for a few dollars," build infinite cities."
recalls my friend Rochelle Wheeler when I described Lone

]. 6 Terrain Fall 1999

C--11 61 01
(3-116101



W~’~ ~(~ ~.s s~4~[ ~d ~o~o~4~a( ¢o~seq~e~es, subur-d~ get built ~ l~gely ~ause developers pay hefty f~s to
~n sprawl is not in~ble. ~w~e~l~ ou~a~ outl~ng ~es to ~tend s~er and water ~ce to their

~o~h has r~ult~ from dist~ ~[i~c~ a~, ~ng backsu~i~sions. Builde~ prese~e their profits by building the
to World War II when the F~eral Housing Ad~B~a~onf~ ~to the ~le p~ce.
financ~ racially ~clusive suburbs. Cu~ent laws and t~ Develope~ oRen ~d it more profitable to build in outly-
s~tems -- combin~ wl~ a ~l~r~ bias for ~e~can lng ~ p~y ~au~ land may ~ cheaper and
Dream land~ap~, and our love of automobiles -- hdp ~low~ensiW cons~on costs le~ ~r unit. For example,
ate sprawl, buR~ c~ r~uire stm~r~ over four stories to use

~ the force of law, local zoning r~uiremenU are a more ~sive st~l fr~es, inst~d ofwo~ &ames. In
blueprint for aut~hea~, low~si~ land u~: ~tc~ly, mul~sto~ b~Idtn~, ~tcal of co~ dues, develo~rs must
new d~elopment must ~ conveniently acc~tble to ca~,invest ~ far more
wi~ p~ng spac~ r~uir~; have limi~ on a buildi~s capitol ~pment,
overall height and square f~tage; and have mi~mum set-indud~g rental of
bac~ for ample space ~n butldi~s, aRach~ ~ato~.

T~ ~stems al~ play a cmdal role, r~arding ~e "~1-~e one advantage
~tion of land u~" and disinvestment in our older d~es. an inner dW may

"We have a ~al system ~at rewards dtt~ for l~nghave in at~a~ng
for indus~ and buslne~s ~d sto~ and ~allz~ themd~elopment ~ an
for ~ (~ea~g) housing," obs~ John ~ndis, a pr~~s~g inffm~c-
f~r of d~ pla~ing at UC ~rkeley. ~re ~ is offset by

~any ci~ s~k c~ain ~nds of development to ~st
t~ revenue, while limiting ~its for affordable housing
~d outlays for mandat~ public ~ces (police, ~e Wi~ ~e force of law, loc~ zoning req~e-
de~en~, r~rea~on, etc.). Cities cou~ Wal-Ma~s andmen ~e a blueprint for auto-hea ,
auto mMh ~ause ~eir pr~i~ous sMes ~ revenu~ help
d~ay ~e cos~ of se~ces pro~d~ to neighborh~, low-densi ~e.

In fa~ Iow-lncome (oft~ mul~l~al) neigh~rh~
are o~en ~ew~ as a double b~den by d~ manage~: sincedeveloper~ominat~ spedal dis~i~ that pass on the cost
~e nei~rh~s have high~ensi~ housing, there is lowof new in~re in prope~ t~es.
prop~-~ revenue ~r unit; as a r~ult, ~e t~ fail to ~e fact is, says UC’s John ~ndis, "we should be able to
k~p up ~ the dem~d for mu~dp~ ~ces. do better" ~ should be able to provide the Bay Area with

~ this fiscal dimdvmtage, municipal au~o~es l~kmore diverse housing choices reflecting our demographic,
el~here for revenue. Ci~ managers, who are in charge ofg~graphic, and cultural diversi~.
prepa~g budgets and r~miting busin~s inves~ent, mayInstead, ~e opposite is happening:
i~ore negl~ are~ d~med "un~fe" by n~ b~s,* ~tem ~n~ Cos~ Co~: Tree to Tom Mo~’
l~g ~str~ neigh~rh~ to d~line ~er. Finally,~ew, the General Plan for Brenda, the state’s fastest-
~s~e~ may l~k to ~e ~pheHes or to newer dti~,~o~ng d~, calls for the city’s 1998 population of 17,~
not~ for ~eir ~steflsh busine~ climate, to ~pand to 79,5~ by 2010. South of Brentw~, the pro-

~o~siflon 13, pa~ by Olifomia vote~ in 1978, h~~ Cowell ~ch d~elopment would transfo~ over
com~und~ ~e problem. Even in g~ y~rs, ciW ~venue4,~ acr~ of hills, marshland, and ~me of the state’s ~t
~o~ falls ~hlnd both ~al estate values and inflation, a~l~ral ~ils into a new town of S,Z~ house. Even the
er~ the l~al prope~ mx ba~, even of newer su~ivi-~al~-~ck version, which sets aside more permanent open
sions. ~Is oc~rs ~ause Proposition 13 caps ~owth inspace, calls for 3,5~ units.
prope~ t~ revenue at two ~rcent p~ year. Cities and * Cen~l Con~ Costa Count: Tassajara Valley, just
counti~ compete for new tax base to replace eroding east of San ~mon and ~uth of Blac~awk, is the site
revenues; meanwhile, low~ensi~ zoning spreads new developers propos~ to ~I with 6,~ housing units on
sprawl thinly across our fr~way-lac~ landscape. 4,5~ acre, stretching from the base of Mount Diablo

It’s close to a zero-sum game. New sprawling ~uth to the Alam~a Coun~ line. ~e proposal,
co--unities r~uire new se~ices and infrast~ure: withdrawn a~er the Gr~nbelt Alliance organiz~
sch~Is, police, fire, emergen~ m~ical se~ces, par~,ove~helming community protest, mirrors the typical
s~e~, water, and roads. ~en counties invest in these problems of development on the 1-680 co~idor: inad~uate.
new se~ices, they forego op~unities to improve the water supply and sewer capacity, destruction of habitat,
same ~r~ces in inner cities, reinforcing their dependence on the automobile. Developers are still
abandonment, attempting to raise a pi~emea[ version out of the ashes.

D~pite the fiscal incentives to build commercial develop-* South San Jose: Coyote Valley, the last remaining agri-
ment, housing approvals also contribute to sprawl Housingcultural district ~tween San Jose and Morgan Hill may
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beco~Ile the new corporate headquarters for Internet cam-(EPA). Then in 1998, fi~’e years into Calitor~ia’s vaunted
pony Circa Systems, on a 400-acre site for some 20,000 economic boom -- with unemployment here at an all-time
employees. Tlais would trigger development of up to ZO,OO3iow of 3.7 percent and more people driving to work -- the
homes, which could clog freeways in south Santa Clara Bay Area’s air quality relapsed, violating national standards
County and bring San Jose nearly to Morgan Hill’s once again.
northern border. Assuming no improvements in vehicle fuel efficiency by

¯Solan.o County: A developer-sponsored initiative will 2020, the Bay Area will consume over 1.7 million more gal-
appear on the November 1999 ballot in the City of Ions of petroleum per day, just driving. Creating nearly 20
Fairfield. Claiming to set aside 1.5 acres of open space forpounds of carbon dioxide (CO2, a greenhouse gas) per gal-
every acre developed -- actually protecting steep, unbuild-Ion of gasoline burned, the region could generate nearly.34
able hillsides n this initiative would develop valuable million more pounds of CO2 per day than it did in 1990.
Solaria County famlland. It also identifies five new areas
beyond Fairfield’s borders for annexation. Wildlife

As Urban Habitat Program consultant Myron Orfield puts As sprawl creates low-density habitat for humanity, it also
it, projects like these "will commit the region to sprawlingdestroys natural habitat and threatens many plant and ani-
land use vastly disproportionate to population increases, real species with extinction. Historic accounts, writes Gray
worsening congestion, increasing energy consumption, Brechin in Farewell Promised La~zd: Wakitzg From Oze Califor-
and air pollution." nia Dream, spoke of masses of birds so thick they cast a

shadow, "thunderous rivers of geese, ducks, and swans"

I n assessing such projects, critics recite
a familiar litany of maior ecological

Traffic
Because our land-use patterns are dys-

functional, our transportation system
regularly grinds to a halt.

Wealthy communities in Silicon Val-
ley and San Francisco allow almost no
working- or middle-class family
housing, displacing this demand as far
as the Central Valley and Salinas.

"It’s really impossible for poor people
looking for work to even get where the
jobs are,~ Carl Anthony of the Urban
Habitat Program told Terrain. "If they’re
poor, they (may not) own cars, and they
will have to rely on public
transportation. And of course, if our
public transportation system is under-
funded, it means that people who rely
on these systems can’t get where they
have to go."

In inner city neighborhoods, the In the early 1960s, conservationists led by Huey lohnson fought off the Marincello development.
stresses of underfunded schools, publicwhich would have brought 18.000 housin~ units to this stretch of Gerbode Valley in the Matin

safety concerns, and economic decline Headlands. Diptych photo by Robert Dawson from the Farewell, promised Land Project.

also displace housing demand. Those
who can leave, usually do. migrating to Pacific Byway stops along the Bay estuary:

The overall result? Workers drive farther to their jobs. "Now there was nothing. Like most Californians, i’d come
Between 1990 and 2020, according to the Metropolitan to take the emptiness for granted."
Transportation Commission, the estimated number of In eastern Alameda and Contra Costa counties, develop-
highway miles people drive on weekdays is expected to ment has imperiled the Alameda whipsnake, now
grow by 35 percent -- from 113.4 million to 152.6 million,endangered, which is endemic to the rolling hills and

marshlands typical there. Vernal pools, on the Santa Rosa
Air Quality                                                Plain and in Solano County, harbor many endangered

During the recession of the early 1990s, the Bay Area’s air plants; even if they’re not paved over, they can be mined
met standards set by the Environmental Protection Agency by sediment eroded from nearby subdivisions, and oily or
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pesti~ide-laJe~l r~notf. Oak tr~_~s, which shade grassy valleyWater

fiooss ’~hrou~houl CalJh~mJa, vanish a~ development Sprawling sulxlivisions require far more landscape irriga-
encroaches on the lands they need to produce saplings,tion than do more compact developments. State
The range of the San Joaquin kit fox shrinks as cities spreadproiections suggest the Bay Area will face a cut of up to 24
out in the Central Valley. percent in water supplies in future drought years. The state

"We lost half the population of burrowing owls in the claims its projections include aggressive conservation
Bay Area in the last 10 years," largely through habitat loss,assumptions, but the Environmental Water Caucus, a
says Lynn Trulio, professor of environmental studies at Calstatewide coalition involved in the CaIFED planning effort,
State University, San Jose, "and they’re still declining at asays more could be conserved in the Bay Area (See Terrain
precipitous rate." Winter ’98, Spring ’99).

Agriculture Sewage
Wildlife is not the only casualty, as farmers like Kao Cities like Berkeley, Oakland, Richmond, and San

Saechao can attest. A 1995 report by American FarmlandFrancisco have huge bills for infrastructure repairs and
Trust estimated that if displaced housing demand from Baymaintenance. Tax dollars used for new roads, parks, water
Area cities and sprawl from Central Valley cities continue and sewer systems for distant sprawl could be reallocated
unchecked, another one million acres of Central Valley for repairs and replacement of aging infrastructure, literally
farm soil would convert to suburbs by 2040, with another laying the groundwork for urban renaissance.
2.5 million acres at risk of conversion. Instead, new subdivisions require sewer service

extensions at great expense with no assurances
of safe disposal Lack of adequate sewage treat-

~~i~, ’ :~,,~ ~?,d,~~~[~ merit and disposal currently limits the rate at
~, ~:-{ which Contra Costa County can be built out

-- that is, until the Dublin-San Ramon Services
District and the Livermore-Amador Valley
Wastewater Management Authority obtain
access to Hayward’s sewer pipes leading into
San Francisco Bay. That plan, which seeks a
5096 increase in the capacity to move treated
sewage, would dump nearly 32 million gallons
a day into the Bay, where some people still fish
for their meals. Many of those anglers are from
communities of color.

Social Justice
Indeed, sprawl is inextricably linked to

urban issues in a number of ways. Take
"brownfields." The estimated 4S0,0OO
abandoned toxic sites in urban areas in the US
(with freeway access, sewer, water, and road
services already in place) could be cleaned up
for redevelopment. Instead, investments are
flowing to the periphery. The obstacles to
addressing the problem are psychological, says
Carl Anthony of Urban Habitat Program. "All

Hoods that is blocking a coalition between environmentalists and
The more watersheds we pave over, the greater flood haz-the inner city is the way we think," he says in a Yes! maga-

ards b~come. Rainfall on open grasslands or forested zine interview. "I sometimes call it an ’apartheid of
hillsides soaks in to recharge creeks, rivers, and aquifers,consciousness.’"
Vegetation stabilizes soils and soaks up moisture, slowing
water’s trip back to the sea. Rainfall hitting asphalt roads,Vet with a little consciousness shifting, solutions
concrete sidewalks, and roofs runs right off. Downstream, .l. abound:
floods crest more quickly and cause more damage, as corn-Place tight boundaries around all fringe cities past which
reuters on State Route 4 at Kirker Creek. as well as they cannot spread, increase densities within them, and
t’lood-weary residents of Napa, Santa Cruz, and Alviso, canyou may stop sprawl even as you accommodate growth.
attest. Since 1996, 15 Bay Area cities have adopted urban growth

~ontinlted Oll page 34
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ctmt#tu~llf, ompa~e 19
income projects that are the most disruptive agents in fragile

boundaries, beyond which cities wlll not provide services or inner-dry economies.
approve development. But some of the boundaries, like those in"If the capital invested (in stressed neighborhoods) grows grad-

an Ramon and Brentwood, are so spacious they still encourageually," Anthony told Yes!, "it tends to strengthen incumbent
sprawl, communities and organizations."

By sharing property and sales tax bases equitably, as proposedBay Area corporations, community groups, environmentalists,
by Minnesota state legislators in 1995, Bay Area cities and court-politicians, and design professionals are building a constituency
ties could end the destructive competition for tax base, and moreto change the state’s tax and legal systems to address sprawl and
investment would make the areas better places to live -- as pedes-urban decline. Groups like California Futures Network, the Bay
trian- and transit-oriented alternatives to the suburbs. Area Alliance for Sustainable Development, Urban Ecolo~z,

Governments could collaborate regionally to provide housingGreenbelt Alliance, and Urban Habitat Program are organizing to
and social services and restore damaged urban ecosystems too.educate the public and promote new ideas as "smart growth."

"We have a great opportunity to invest in the low-tax-base andTerrain will be keeping tabs on their efforts.
sodally stressed places of the Bay Area like West Oakland, East But as long as the Bay Area’s wealthy communities continue
Palo Alto, Bay~rlew-Hunter’s Point, Richmond, and San Jose," winning new tax base and lobs, while exporting worker housing
Anthony told Terrain. demand, the problems will remain.

While that investment could threaten to displace poor "For too long, critiques of suburban sprawl have separated
residents as property values and rents increase, Anthony said, land-use questions from the racial and class conflicts that have
shared tax revenue could help mitigate gentrification. With newplagued America for 400 years," Anthony concludes. "The critical
revenues, low-tax-base cities could create loan programs and rentquestion we must all answer together is, how can we proactively
subsidies to encourage landlords to fix up properties while keep-create a scrcial movement that changes the rules of the land-use
hag current tenants. Penalty fees on rapid property turnover game to stop sprawl, while addressing social justice in a multicul-
could also serve to discourage speculation and stabilize real estatetural society?"
values. Strict Hmits could be placed on new large-scale, high- Tun Stroshane is a planner for the city of Berkeley.

The "good wood" resource.

Top quality, cost competitive, ecologically sound.
Hardwood lumber, flooring, decking and millwork.
Softwood framing packages. Redwood lumber,                                                              .
decking and siding. Plywood and hardwood panels.

Specializing in wood from independently certified
well-managed forests and reclaimed material.
Call for a free catalog. We deliver!

The Forest Stewardship Council sets international 4=U~
~-certification guidelines for socially and FSC

environmentally responsible forestry and is ~e,~.,~-
supported by leading environmental groups.

tel (510)549-3000 wvvw.ecotimber.com

1020 Heinz Avenue, Berkeley, California 94710
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Where the
’ M o n e y The Green Scheme

for Della WafersFlows
by Tim Stroshane

Rogene Reynolds placed a framed prop-"preferred altemative" this December. Envi-
erty deed at the front of the swelteringronmental reports are to be finalized by fall
Roberts Island Farm Center, announc-1999. Currently, no popular vote is expected

ing herself as a fourth-generation farmer in on CalFED proposals.
the Sacramento-San Joaquin River Delta. For all three alternatives, the agency, insists
Then she said in a SWeet Delta drawl, "I that the "common programs," including
haven’t been romanced this good since I waswater market transfers, are indispensable.
17." The audience of aging farmers and theirEach altemative may also include up to 5.5
families whooped with glee. million acre-feet of new reset-

Reynolds and her Delta fanning voirs in the Sacramento Valley
community are being courted by COIFED, aand 750,000 acre-feet of
federal-state agency whose mission is groundwater storage in the COIFEDsolving Bay and Delta environmental and Central Valley. (One acre-foot
water management problems (See p. 22). is one acre, a foot deep: about proposals could
CalFED staff assured a skeptical audience 326,000 gallons.) destroy stillmorethat the agency’s $4.4 billion package would.In alternative one, few struc-
address weak Delta levees, lost habitat, tures for "conveyance" would ecosystems and
endangered species, and declining water be built in existing Delta
quality -- while ensuring reliable exports tochannels. In alternative two, a rura[ communities
San Joaquin Valley and Southern California.short "on-ramp" channe! [0 s~ve the state’sProposing an array of "common from the Sacramento River
programs," COIFED promises to shore up thewould be dug at the town of wealthier regions
levees, increase farm and urban water-use Hood to shift freshwater flows
efficiency, and restore fish habitat and fresh-into central and south Delta
water wetlands in the Delta to comply with channels.
federal and court mandates. But CalFED The third alternative, however, includes
plans also emphasize "storage and the Peripheral Canal, roundly reiected by
conveyance" facilities m dams, reservoirs, California voters in 1982 (See sidebar, p. 25).
and canal~. Those fadlities, combined withIn public, COIFED leans toward the second
CalFED’s water market scheme, could alternative, with the Peripheral Canal as a
destroy still more ecosystems and rural corn-"contingent" strategy.
munities to save the state’s wealthier The Peripheral Canal -- in CoiFED-speak,
regions, much the way great rivers of the an "isolated conveyance facility" -- would
Central Valley and communities of Owens deliver good-quality Sacramento River water
Valley were mined earlier this century, around the Delta’s east side to State Water

Project and Central Valley Proiect pumps for
The Route Canal export to an array of current and potential
Last March CalFED released three alterna- customers: San Joaquin Valley farms, south-

tire programs and expects to select a em California cities, prospective suburban
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laden flows and by the loss of a variety
of native fish and aquatic species.

What’s Ca l F E D To address ecological stresses in the
¯ Bay-Delta watershed, Ca|FED proposes

an ecosystem restoration program plan
(ERPP). Throughout the Central Valley,

Founded in 1995, CalFED is a according to the ERPP vision, CalFED
collaboration of 14 federal would return streams to their natura!
and state agencies ranging channeIs, replenish a range of aquatic

.̄." ,~.. from the federal EPA to the and terrestrial wildlife species, and
I . .~ ".’i i.,’:- "~ state Bureau of Reclamation. replace nonnative species with native
¯ ". Accountable only to its seedlings in riparian, wetland, and

--... --’----~ " ’ :" ’:"ii’:"’~:~. :,__ member agencies with no aquatic habitats.
~. ,_.,.~, ~ .... ’ ....X~- formal oversight CalFED The US Bureau of Reclamation and

’ o.~ ~ ¯ : ; =~": operates with a staff of about the State Water Resources Control

" ~7." - ’’\ 20, drawn from its agencies. Board (SWRCB) can reinforce CalFED’s
~’-- v---’~’-2"-"~"- CalFED has a potentially proposed restoration. The federal Cen-

¯ ~x. ", conflicting dual mission: to solve tral Valley Project Improvement Act o~
’k... environmental problems of theSan 1992 charges the bureau with releasing

Francisco Bay and Sacramento-San 800,000 acre-feet each year to protect
Joaquin River Delta estuaries; and to Central Valley rivers and the Bay-Delta
improve water supply reliability of fisheries. ,~md under the Act, Congress

water systems pumping from Delta channels, may give the bureau 550 million a year
Bay and Delta ecosystems have been besieged with salt water andto buy water from willing selIers to

pesticide-laden flows and with the loss of native aquatic speciesenhance river flows and fish habitat in
since State Water Project and Central Valley Proiect pumps beganthe Central Valley.
operating in the 1950s and 1960s. To comply with a 1986 California

A I986 court decision requires the State Water Resources Controlcourt decision, the water resources
Board (SWRCB) to protect water quality and the public trust in theboard is nearing a decision requiting
Bay and Delta. The California Department of Fish and Game, theall Central Valley water tights holders
US Fish and Wildlife Service, and the National Marine Fisheries to contribute environmental flows to
Service can enforce endangered species requirements as well. the Central Valley watershed. CatFED’s

By I992 the Delta had become so degraded that the US Environ-new proposals are supposed to comply
mental Protection Agency (EPA) threatened to impose its own waterwith these requirements, and build on
quality standards on the state. Stakeholders signed a "Bay-Deltathem.
Accord" in December 1994. In 1995, CallED undertook to restore If effectively enforced, these govern-
the Delta and improve water supplies, and the SWRCB completed amerit efforts could guarantee beneficial
water quality control plan. environmental water flows to Bay and

The SWRCB is nearing a water-rights decision that would allow itDelta estuaries, which would benefit
to implement the 1995 water quality plan. The board would then Delta farmers as well. Under a
assign flows from water rights holders throughout the Central proposed water market, the bureau
Valley watershed, helping enhance and restore Delta fisheries and would function as a buyer for environ-
water quality. EPA will have final say over whether the SWRCB didmental interests.
its job well enough. But there’s a catch. The bureau has

-T.S. dragged its heels for six years on deliv-
Mctp courtesy oil San Francisco gstuar,/Proieet ering the 800,000 acre-foot release,

only now completing its environmen-
tal reviews. A budget-conscious,

developers, industrial manufacturers -- all via green-hostile Congress makes environmental
the California Aqueduct and the Delta-Mendotawater purchase funds uncertain from year to
Canal. year. In Sacramento, any decision the water

Since State Water Project and Central Valley resources board makes could be litigated for
Project pumps began operating in the 1950s andyears, further delaying restoration.
1960s, Bay and Delta ecosystems have been Such delays and diversions demonstrate the
besieged with salt water intrusions and pesticide-dubiousness of with relying on state and federal

guarantees of water for the environment while
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massive darns and plumbing ar~ p~;~ u’. ptacc .......:~
Furthermore, access to water will oe a~tected by a~e ~hgib~e ~o~ [~n~unde~ the

CatFED’s p~oposa[ to ~eate a wat~ marke~, SpeQes A~t," says Evan~."~Good

where money ~ role. San Joaqum va~ev m~ent~op.s don’t count when
a~business, ~irsW SRicon Valley chip we’re down to a coupte hundred
~ufa~rers, and sou~em California fish."
aevelopers ~ll probably get what they want ~Natever its inten~ons, intentions
~om CN~D. W~I en~onmentalists or small CalFED’s fo~s on geeing good-
f~ers? quali~" water a~oss the Delta

~om no~ to south w~en we’re
~ed Livel~oo~ [altematives bvo or three) poses
Rogene Re~olds has her doubts. Ecosystem a number of ~reats: flooding

,estoraNon on private f~l~d, as CalFED pro- ups~eam Npadan comdors by
poses, would conve~ scarce produ~ive land building dams; hu~ing fa~
needed by debt- and price-squeezed Delta farm- communities hundred
ers. ~e fa~ers also fear losing direct con~ol of water ~om their economies;
~eir water suppIies because operation of a dep[eNng Sacramento Valley
PeNpher~ Canal would in,ease sa[~iW in local aquifers as farmers sell surface
Ddta fiver ch~nds, perhaps fordng ~e farm- rights to pump goundwater for ~emselves, or
e~ to buy ~e# water ~om ~e hated canal, pump ~e goundwater for sale.
C~ED now fo~ses its Delta restoraNon effo~s If CalFED conNnues to jusN~- new dams, reset-
on public lan@s, but fa~ers sNll ~sist a canal voirs, canals, and water ~ansfers for a pian that
would impe~ ~eir livelihoods ~d co~uni- suc~ ~tal #esh water #ore an ~ready ravaged
Nes. delta, it ~11 con~m that, as Rogene Reynolds of

L~e Delta f~ers, no~em California Robem Isled puts it, "(CalFED) doesn’t #ve a
en~o~tal and co~uniW a~sts are rat’s ass about ~e Delta. ~ey just want ~e
skepNc~ of CalFED’s ~een veneer and formed water for ~eir pumps."
~e ~o~ental Water
Cauls (EWC) m ~ to ...... :
keep CalFED honest. Sever-
al EWC ~oups are also
represented on CaIFED’s
Bay-Delta Ad~soW Coundl
(BDAC), a body of urban,
f~g, ~d en~ronmen-
taI stakeholders influendng
CalFED’s work, inclu~ng
&e ~ea~on of a state,de
water market.

"CaIFED ~aps Rself in a
~ck en~ronmental layer
of levee stabili~Non and
ecosystem miNgafion
~ams that ~ey call
’restoraNon,’" says Fdends
of ~e ~vers (FOR) lobb~st
and EWC member, Steve
Evans. "But what’s really
gong on is the state and
the reds want to build more
big d~s on live dyers,
which ~11 Mll ~em.

"Fish s~eens (to blocR
fish ~om entering canals or
pumps) have ~en tNed for
years ~ ~ese proje~s, In O~ober. 1977, Shasta L=ke, noah of Redding, ~howed "ba~mb ~n9s" aRer ~ ~o-year drought, lessons from which ~r~

and ~ey sNll don’t work. ~m9 ignored by CaI~D es~mates of water demand. Photo cou~exy California D~pa~ment of Water Resources
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Urban business interests positively effervesce
Tran.~f~:r o~ "Water, Transfer o~ Wealth abGu~ water markets, which loosen the relation-
Whde permitted by taw today, water transfers ship of water to the land, making water mole

-- which allow owners of water rights to se!l theirre!iably available for business goals, from sprawl-
alloca~ons to buyers elsewhere in California -- Lng developments to chip manufacturing. "We
have occurred only sporadically, not as part of aneed ~o get the market in place and see what. hap-
statewide institutionalized market. Systematic pens," says BDAC vice-chair Sunne McPeak,
water transfers would further shift wealth from president and CEO of the Bay Area Council "If
poor ~o rich re~ons in California because urbanwe don’t want to waste a lot of water and money,
areas and corporate farmers have more money let’s get a ater market tn place.
than do environmentalists, family farmers, or The Environmental Defense Fund (EDF) and
rural communities, the Natural Resources Defense Council have tong

"vVithout advance public notice, individual since joined the club, arguing that markets could
farmers or water agencies from farming commu- free up water that now irrigates marginal agricuI-
nities could cat deals to sell off water, which rural !and, a move they hope would end such
could mean crops go unplanted, permanent andques~onable large-scale uses as irrigating alfalfa
seasonal farm workers lose jobs, packing sheds for cattle. Perhaps market5 could even make dams
and agricultural services dose, and rural unnecessary, they say. "There would be no reason
unemployment skyrockets -- at a time when theto build enormously expensive storage proiects if
social safety net of the welfare system has been you.could go out and buy water on the open mar-
rent. [n the euphemistk lingo of water market ket," says BDAC member and EDF attorney Tom
advocates, these iniuries are "third party Graft, speaking to the San lose Merc’u~, News in
impacts." .May: "There would be localized impacts that are

unavoidable," adds EDF’s David Yardas. "Market
forces are not pain-free, but
they work."

t " ’" " "’< ’ :~’~ But Barbara Vlamas of the
I . ~ :! .~ $~!:~i~ Chico-based Butte Environ-

mentalCouncilisn’t
buying it. "Out-of-basin
water transfers are short-
term fixes for
mismanagement
elsewhere," she vehement-
ly told BDAC last May,
"The potential for destroy-
ing northern California
resources and communities
is high in what appears to
be an effort to benefit cor-
porate agriculture and
urban sprawl."

Vlamas speaks from first-
hand experience. In 1994,
when the Western Canal
Water District arranged a
water-transfer to San
Joaquin Valley farms, the
action had devastating
results for local groundwa-
ter basins near Durham,
southwest of Chico in
Butte County.

Inter~tat~ S runs alongside two ffeewa,,,s of water0 the Delta-Mendota Canal and the California Aqueduct. Farmers, paid to extract
Photo courtesy of California Department of Water Resources

and deliver water to the
locations in the south,
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"started pumping 24 hours a day,
~e~’en daFs a week, for months that
spring,"recal~’sDurhamfarmerLynn Return of the Peripheral Canal
Ban-is in an interview. "They sucked
out the water, causing a cone of

The primary source of fresh water in the Delta is the Sacramento River,depression. It has split our In the I970s, California’s water industry, demanded construction of the
community forever. It was ’greed Peripheral Canal to divert the river’s water at Hood, iust south of the Capitol,
fiber alles.’" bringing it around the eastern edge of the Delta, to state pumps northeast of

Other farmers in the District lost Tracy.
water and crops. "One farmer was This meant that Delta farmers’ water supplies from adjacent river chan-
forced to sell," Vlamas told Terrain. nels would be more degraded -- not only by the rising proportion of tidaI

saltwater from San Francisco Bay, but by higher concentrations of runoff
"And one of three municipal wells from irrigation that leaches salts and pesticides via the San Joaquin River.
for Durham went dry. The town had Farmers would then have to pay for more expensive water from their closest
tO ration water that year, even source, the Canal Delta freshwater habitats were also threatened by the degr-
though there wasn’t a drought. It’s a dation.
well-kept public secret here." In 1982 the Canal was voted down, overwhelmingly in northern

counties.
VVater transfers galvanized Today, CalFED’s alternative three contains an "isolated conveyance facili-

environmentalist/farmer relations in ty" which CalFED insists is not the 1982 Peripheral Canal, even though.it
the Butte County area, according to closely follows the old canal right-of-way. CalFED maintains the "isolated
Vlamas, when the state Department facility" would be tied to "common programs" to restore ecosystems, stabilize
of Water Resources (DWR) proposed Delta levees, and improve Detta water quality. The largest version of the ’%0-

fated facility" would be two-thirds the size of the 1982 Canal.a "supplemental water purchase pro- This time, the federal government is involved in CalFED’s planning
gram" in 1996. DWWs State Water process, and that means the new Canal has more governmental momentum
Project (SWP) delivers less water to -- more that Canal opponents will have to fight.
water agencies statewide than it - T.S.
promised to in the 1960s. To
compensate, the proposed purchase
program would have let DWR buy
more supplies from northern California communi-ings conducted, and policies presented can be real-
ties. One of the first places DWR looked for the ly hard for lay people to understand." While many
extra water was Butte County, where a deal was inlo~�-income people eat fish from Bay and Delta
the works with little public notice, channels and could benefit from ecosystem

"We raised holy hell about the supplemental put-restoration, "(CalFED) doesn’t do much outreach
chase program," says Vlamas. "DWR was going toto poor communities," Wong points out. "They
do iust one public hearing about it. We made themdon’t provide translators, for example."
do many more, and then they decided to drop the
program." A House Divided

That kind of conflict will now be played out at With its emphasis on water transfers, CalFED has
CalFED’s level. In its plans, each water deal would so split environmentalists that the EWC has yet to
be executed through a water transfer clearinghouse,come up with a policy position on the issue. "Some
and BDAC wants full public disclosure of "thlrd members are very much in favor of water transfers,
party impacts" by the clearinghouse. As BDAC while others take a much more cautious view,"
member Judith Redmond of the Community says EWC grassroots organizer Jenna Olsen.
Alliance with Family Farmers put it to CalFED: Durham farmer Lynn Ban%, who chairs the
"There is a community interest in water, and this board of the Butte Environmental Council, told
interest must be represented." . Terrain, "Though I’m not an EWC member, I’ve

But urban and water-rich farm interests in the been working with them on water transfers, and
BDAC are resisting the idea of disclosure of third they’re never able to make decisions on it. There
party impacts, seem to be too many differences. Yet when the pro-

Moreover, in a possible harbinger of things to water market members (of the EWC) speak in
come in the CalFED process, community public, everyone assumes they speak for the whole
stakeholders are already having a difficult time environmental community in California. That’s
being heard. "Their participation is not hot true."
encouraged," says Arlene Wong of the Pacific Insti- Why do green BDAC members remain in the
tute, an environmental research organization inprocess? If EWC groups pull out from BDAC, their
Oakland. "The way Ca!FED agendas are set, meet-thinking goes, they may lose CalFED’s proposed
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water-use efficiency, restoration, and levee stabili-replenishing vernal pools and freshwater
ty programs. ,As Martha Davis of the Sierra wetlands. "CalFED believes peak floods could be
Nevada Mliance sees it, "California’s got some skimmed for storage for someone’s supply, or for
very serious problems: fish going extinct, late summer environmental flows," says Gary
legitimate water needs of cities and farms, and Bobker of the Bay Institute of San Francisco, "but
water quality concerns. The issue is making the where do you draw the line between a small flood
CalFED process do its job." and a large flood for purposes of skimming for

Vlamas challenges this approach: "I may be a these new reservoirs? Besides, Bobker points out,
purist, but we don’t fax fouled-up environmentsdams and other devices to hold the extra water
like the Delta by fouling up other environments."are tremendously expensive. "But even if the cost

of these projects was low, there are still better
Skimming alternatives available to us than dams."
Under the logic of Such alternatives include further water conser-

CallED, California’s ration statewide." Greens urge CalFED to
many water interests strengthen its urban and farm efficiency
require a bustling new programs. By lowering the need for water, they

reason, you Iower the need for new dams
and reservoirs.

Experience is on their side. Though
How can southern Caiifomia faces an imminent loss

of Colorado River supplies (a loss thatCalFED p,an squeezes Central Valley rivers and the

if they haven’t Delta), the regioncs use of water fell in the
1990s about 25 percent from levels in the

correctly !980s, largely because of drought and the

defined the prote o  of Mono Lake.
Ignoring this experience, CatFED’s envi-

problem? ronmental reports, common programs, and
facility designs rely on 1998 state water
plan demand estimates. According to the
California Research Bureau, the estimates
were inflated by over a million acre-feet a

market facilitated by the year (equivalent to the volume of Folsom Lake),
right plumbing, includ- suggesting that CallED’s grand water facilities
ing the Peripheral may be premature.
Canal, to ensure good Learning of the faulty numbers, the EWC reject-
water quality for each ed the environmental reports and urged CalFED
transfer deal. But water in August not to rush toward new dam and canal
t~ansfers require one key projects. Accordkng to EWC’s Jenna Olsen,

Gre~t Egret. by Sarah Beth hauterbach component -- stored however, the agency continues to rely on the
water, and more of it faulty data. "How can CalFED go forward to plan

than currently is captured. "Without increased for California’s future needs if they haven’t
storage," says a CallED report released in August,correctly defined the problem?" asks Olsen.
"water transfers will only play a modest role in "We’re in danger of arriving at some bad
statewide water management." solutions here."

CalFED uses a battery of studies to iustif-y build-
ing new storage facilities, but environmentalists To weigh in on the CaIFED plan, especially on
axe dubious about the estimates: not only of thethird-party impacts and disputed demand estimates,
demand for stored water, but on where new sup-contact CalFED’s Greg Yo,mg at 916-653-2666, or
plies will come f~om. Ienna Olsen at the EWC at415-977-5728.

CalFED wants it to come from floods.-- which
would otherwise be helping organic processes in
the Central Valley: spreading nutrients, transport-    Tim Stroshane is a Berkeley-based city planner.
ing sediment throughout river basins,
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